
INTERNAL REVENUE DDRVXCE Dogartruant of kl l s  Treoleury 

cen t r a l  Region Address any rep ly  tor - 
Appoalo Offico 
P. 0. Box 2026 
~ i n c i n n i r t i ,  011 45201. 

******** ****** * * * * * * * * * *** . mgloyer  Id sn t i f i aa t i on  No, 
* *  * * * * * ******** ******** ***********
**************  **** Key n i s t r i a t t  
*********** ****** ****** cincinrlat i  

****** * * ** ntnott 
***  ******   
Telephone Numbor: 
************** 

Dear Ms. Boyd: 

We have cons ide red  your appeal of t h e  advarae deter~ninat ion a s  t o  your 
exempt s t a t u s  under sec t ion  501(c) (4) of t h e  In t a rna l  Revanua Cods by 
t h e  key D i s t r i c t  Director.  

Your exemption from Federal, inaome t a x  under sec t ion  501(0) ( 4 )  of t!le 
In t e rna l  Revenue Coda is hereby denied. 

You a r e  r e q u i r e d  t o  f i l e  Federal income t a x  r e tu rns  on Form 1120 f o r  any 
years  which a r e  still open under t h e  s t a t u t e  of l imi ta t ions .  Based on 
t h e  f i n a n c i a l  informati** *ou furnished,  it appeara t h a t  r e tu rne  should 
be f i l e d  for  the  years  **** through ****. You should f i l e  t he se  r e tu rns  
with t h e  key d i s t r i c t  d i r ec to r ,  EP/EO Division within 30 days from t h e  
da t e  of th i s  letter, unless  a reques t  f o r  an extension of time is 
granted. you zhould f i l e  r e tu rns  f o r  l a t e r  t ax  years  with t h e  
a p p r o p r i a t e  s e rv i ce  center  shown i n  t h e  i n s t ruc t ions  f o r  those ro turns .  

I f  you have any questions, please con tac t  t h e  person whose name and 
telephone number a r e  shown in  ' he  heading of t h i s  l e t t e r .  

s i nce re ly  yours, 

****** ** *******  
Associate C? l.ef, Appeals 



Date: 'w 0 7 iSH 
Em*********  ntif &cation NA '?: 

********** 
Pe**** *** ****** e: - - 

******************************* * * * * * *  ******* 
************** *****
********************** ************ 
**************** ****** Re******** 

******* ********* 
Dear Sir or Madam: 

As your organization has not established exemption from Federal ircome 
tax, it will be necessary for you to file an annual income t a x  return on 
Form 1041 if you are a trust or Fcrm 1120if you are'a corporatiorjor an 
unincorporated association. 

If you are in agreement with our proposed denial, please --sign and'. teturn 

our final determination. 

****************

Enclosures: 3 



-2- 

******************************* 
**** ********

*********************************** was incorporated on ************* 
****, in the State of ******* as a ***eowners ~ssociation, which 
encornpasaes a****ea which includes**** subdivisions and a lake which 
separates the**** subdivisions. The purposas of the organization are 
(1) To maintain, use, and operate for recreational parposes, the lake 
located on the associationlo prop****** **** ****************ovenants 
********************trictions of **************************** 
********************; and ( 3 1  to **************************e rule13 and 
********************y to fulf I1 the purposes of the Corporation, 

Activities of the'organizati.on Include (1) the treatment and maintenance 
of the lake and the surrounding shoreline (2) maintain the emergency 
spillway, (3) maintainicg the overflow pipe, (4) treat, maintain, and 
beautify the island located in the center of .the lake, ( 5 )  encourage 
wildlife inhabitants, and (6) administer and enforce  ovena ante and 
restrictions for preserving the architecture and appearance of structures 
located within tho neighborhood. The organization estimates that 
approximately **% of its time is devoted to adminidtering and enforcing 
the covenants and restrictions, while the financial information presented 
below, indicates that the organization will devote nearly all of its 
financial resources to preserving, maintaining, and beactifying the lake. 

Ik is indicated on Schedule B of the Form 1024, Application for 
Recognj.tion of Exemption under Section 501(a)* or for Deteminatioil 
Under Section 120, that the organization does not own any common 
property or facilities. Therefore, the organization does not maintain 
any common property. The property which the lake is located on 
is divided in ownership equally between the**************.ndividunl persons 
who own lakef ront property. Each owner't? - ~zzkidn of th'e -!.ake extends 
halfway across tho lake to meet with th~i proper***wP the adjoinlng'owner. 
The organization covers an area which co***ins *** subdivisions which are 
separated by a lake located between tie *** subdivisions. The*****
subdivisions each have *** access roads which allow the public to enter 
the subdivisions. None of the lake, or any other proparty contained 
within the organization's territcry is open to the publia. The lake is 
purely for the benefit of t k e  lakefront property ownerg. The 

The organization harj average ekpekses which are .approximately $******** ," 

per year. These expanses have been used to buy, supplies such as;..- 



**************************** 
******** - - 
chamioalo to treat the lake, atockin the lake with fish, feed for the 
f iah, flowers, an5 other such items !o beautify the area. Any excess 
revenues are expected to be used am a reserve to fund similar future 
projects. 

Section 501(c)(4) of the Code  provide^ for the exemption from Federal 
income tax of civic leagues or organizatj.ons not orqaniaed for profit 
but operated exclusively for the promotion of social welfare, or local 
associations of employees, the membership of whiah is limited to the 
employees of a designated prson or persons in a pertiaular municipality, 
and the net enrnin s of wh ch are devoted exclueively to 
charitable, educat?onal , or recreational purpases. 
SectLon 501(c) (4) of the Code provides, in part, for exemption from 
Federal income tax of civic laagues or organizatione not organized for 
profit but operated exclusively for the promotion 0f.so0ial welfare. 

Section 1.501 c) (4) -l(a) ( 2) ( 1) of the ~e~ulations etates 'that an 
organization is operated exclusively for the promotion of eocial welfare 
if it is primarily engaged in promoting in some'way,the common good and 
general welfare of the people of the community; , 'An  organization embraced 
within this section is one which is operated primarily for the purpose of 
bringing about civic betterment and social i~provements. 

Revenue Ruling 74-99, 1974-1 C . B . 131. , indicates that a 'homeowners 
association must serve a "communitym which bears'a reasonable 

. 

recognizable relation to an area ordinarily identified'as governmental; 
the common areas or facilities which it owns or maintains must he for the 
use and enjoyment of thtt genaral public. 

Revenue Ruling 80-63, 1980-1 C.B. 116., attempts to olarif kev. Rul. 
74-99, and brings out the point that a homeowners assooiatron which does 
not represent a community, cannot restrict.the use of its.facil.ities and 
areas, and be exempt under eection 501(c)(4), and that it does not 
necossarily follow that an organization which does represent a community 
may exclude the goneral public from use of its facilities. 

. . .  
The organization does not serve a community,which bears s 
reasonable recognizable relationship to an area which could be 
identified as n governmental unit or istrrumentality; and does not,have 
any common areas which are open to, or may be enjoyed b the general 
public. The organization serves the interests of *********'private 
property owners and is not operated for civic or social welfare purposes 
which serve the betterment of a community. 'All of'these.requirements are 
cutlined as criteria to be exempt from Federal Income Taxunder****tion 
*******************************nd Rev.,Rul. 80-63. Therefore,,**** 
*******************************. does not aualifv for.oxem~tion from 


